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Pace Student

Vol. III

New York, December, 1917

A CHRISTMAS MESSAGE
ILVING symbolizes the good-will of Christmastide. In the past, giving has meant bestowing
presents and remembrances as an evidence of
personal interest and friendly cheer. To-day,
with Democracy in a death struggle with Autoc
racy, giving takes on a far deeper and a far higher
symbolism than ever before—the symbolism of personal obliga
tion and national duty.
German autocracy, in its substitution of the ideal of might
for the ideal of right, exemplifies the utter negation of the spirit
of giving. It has taken away from its own citizenry the light
of reason, the desire and the will for self-restraint, the power
to act in accord with the noble promptings of the human heart.
It has taken away from the Allies, and is now taking away from
our own land, the pursuits, the enjoyments and rewards, and the
productive spirit of a contented peace.
That an end—a permanent end—may be made of autocracy,
we of America must give of all that we have to our National
defenders and our Allies. We must give of our food, of our
treasure, of our time, of our mental powers, of our ideals, even
of our life-blood, in order that the institutions of Democracy
may endure.
Give, then, Pace students, in this year of our Lord, 1917—
give prodigally, give self-sacrificingly, give joyously, for it is
only by your gifts and those of your fellow-Americans that your
own beloved country and the rest of the world can be “made
safe for Democracy,” not only in your own later years, but in
the day and generation of your children and your children’s
children!
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The
IGHT use of spare time is as
R
important in the training of the
Soldier’s
Spare soldier as the military education he
Hours receives. The main objective of the

A New
Tax Law

Federal
Need of
Accoun
tants

the Government. In truth, it must
be said that there is a shortage of
accountants.
This is the main rea
December, 1917
son why the Government has not yet
Commission on Training Camp Activities is to secured all the accountants needed. Further
help the soldier utilize his spare time. Concerning more, it is the best reason why those accountants
this Commission, Secretary of War, Newton D. who volunteer for patriotic service should do so
Baker, recently said, “I regard the work of the in the field where their usefulness will be most
Commission on Training Camp Activities as a effective—Accountancy.
most significant factor in winning the war.”
Clean amusements, wholesome recreation, and "THIS is no place for quitters.” These are Train
the words with which a young man char ing
helpful study in spare time will be provided by
the Commission. To this end the Commission acterized the course of training now given at our Camp
will cooperate with the Y.M.C.A., the Knights of training camps. His sentiments are verified in Sched
Columbus, and other service and educational in a letter received from W. H. Hirschmann, a mem ule
stitutions. Languages, particularly the French ber of the staff of Pace & Pace, now undergoing
language, will receive a large share of attention training at Plattsburg in company with John
in the educational work. The geography of A. Allen another member of the staff.
Mr. Hirschmann forwards a schedule laid out
France will also be taught. Consideration is be
ing given to the advisability of teaching elemen for these young men. From 5.30 in the morning
tary accounting. In fact, the aim will be to pro until 9 at night, save for one or two hours of
vide courses which the men can utilize, together necessary recreation, these students are kept
almost constantly at work. Physical exercise,
with recreation of constructive benefit.
The work of this Commission is not purely military drills, and studies occupy nearly every
experimental. Sad experience in Europe has moment of their working day. This instruction,
demonstrated the need for encouraging proper according to Mr. Hirschmann, is most carefully
use of spare time on the part of the men. It is and skilfully planned and given.
He states that most of the men are college
fortunate that America is meeting this problem
trained. Many of these and others have given up
at the very outset of her war activities.
more comfortable vocations at larger remunera
NE of the knottiest laws a Government tions to enter the service of their country. Imag
official has ever been called upon to admin ine an office man, accustomed to reach his office
at 9 in the morning, and to do sedentary work
ister is the new Excess-Profits Tax Law. Those
who have been concerned with the perplexities throughout the day, transplanted to the physical
of this law will be glad to learn that the Com activity of these training camps. Surely, this is
missioner of Internal Revenue, Daniel C. Roper, the test of grit and stamina. That nearly all of
is taking active steps to clarify its provisions. the men are successful in meeting this test is a
Two boards have been appointed to assist the sign which augurs that their presence will be felt
Commissioner. One consists of business men and when they are called for active duty at the front.
NOTE.—Mr. Hirschmann is now completing
the other of lawyers. In addition to this, the
Commissioner has sent to a large number of his training at Fortress Monroe, Virginia.
experts requests for assistance. He is soliciting
the aid of accountants in endeavoring to construe AMONG the various expedients adopted to Secur
stimulate interest of employees is the pub ing the
that part of the Act which refers to ‘‘invested
capital.”
lication of magazines. A recent instance of this Cooper
Within a month or so, it is to be expected that is The Heald Record, published monthly by the ation of
authoritative rulings will be issued which will Heald Machine Company, Worcester, Mass.
Em
In addition to taking up such matters of par ployees
give the business world some clue as to the mean
ing of this legislation. Those who have studied ticular interest to the employees as sports, per
the Act will appreciate the task which confronts sonal items, benefit association news, etc., the
the Commissioner in his endeavors to render this magazine contains newsy items regarding the
public service.
plant. As an example, there are articles on cer
tain activities incident to the pressure of war, the
THERE is still an insistent demand for ac addition of extra patterns to increase production,
countants on the part of the Federal Gov and the installation of new equipment. The tone
ernment. Members of the profession are con of the magazine is one which is calculated to
stantly receiving circular letters requesting in develop a most friendly feeling between the com
formation as to seniors and juniors available for pany and its employees.
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. Louis
Allen,
Esq.

FTEN, in this big country of
ours, a specific thing happens
that gives fresh point and new
force to an old truth. We are in
the habit of saying, for example,
that “this is the day and age of the
young man in Business,” and that
“never before were there so many
opportunities for the right kind of
young men as exist to-day.” We
believe this, and we should believe
it, for it is undeniably true; but we
believe it in a calmly accepted kind
of way. It is only when a meteoric
business career like that of C. Louis
Allen comes to our notice that our
calm belief about the opportunities
for young men to get ahead becomes
a definite and vivid conviction.
Here are two big facts about Mr.
Allen—facts that form the backbone
of the rest of this article: first, he is
to-day president of the Pyrene Man
ufacturing Company, a million-dollar
corporation engaged in the manufac
ture of fire-extinguishers; second, he
is thirty-four years old, having been
elected president when he was
thirty-two.
Many questions naturally suggest
themselves. What was Mr. Allen’s
preparation for this important execu
tive position? How did this oppor
tunity come to him? What princi
ples of business success can be laid
down as a result of analyzing his
career? Most of these and many
similar questions are answered when
the facts in his life are set forth.
Mr. Allen was born, in 1883, on
the plains of South Dakota, in the
little city of Aberdeen, of Scotch-Irish
stock. When only seventeen years
old, Mr. Allen was appointed deputy
clerk of the United States Court at
Sioux Falls, S. D. Two years later
he resigned to become deputy clerk
of the Supreme Court of Pierre, S. D.
This change meant a financial loss,
but a far greater opportunity. For
a time, Mr. Allen was correspondent
for the St. Paul Daily News.
Mr. Allen had hoped to secure a
position in the United States Senate
as messenger, in order that he might
carry on his study of law. When
this prospect failed, he became a
clerk on the Lighthouse Board in
Washington. At the end of his first
year, he resigned from the Light
house Board and was engaged dur
ing the summer in promoting the
settling of the Western plains. Un
der his direction many families im
migrated to the Dakotas.
In the meantime, Mr. Allen,
already a graduate of the state
college of South Dakota through
his own effort, had been study
ing law at George Washington
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University Law School, where he
was a leader in debate, being cap
tain of the victorious debating
team. Upon graduation he was
granted the degree of LL.B. After
his first college year, however,
he had been admitted to practice law
in South Dakota. Following his
graduation, he made a motor-cycle
tour through Southern Europe,
crossing to Africa via Gibraltar.
After his return from Europe, he
practiced law two years.
Four years ago he came to New

C. Louis Allen, Esq.
President, Pyrene Manufacturing Co.

York without a prospect of work
and without a cent in his pocket.
He became a salesman for the Ser
vice Recorder Company. Then he
entered the employ of the Pyrene
Organization, of which he is to-day
the directing head, having been se
lected by the directors—all of them
conservative financiers—to carry out
the progressive ideas of Darwin R.
James, Jr., who, after being presi
dent three years, resigned in order
to become president of the Ameri
can Chicle Company.
Those who know Mr. Allen best
see nothing very startling in his ex
traordinary success. They regard it
as the logical result of certain very
definite causes.
His unusual capacity for hard
work is often mentioned with ad
3

miration. When in school he devel Who's
oped the power of concentration to Who
an unusual degree—he had to de
velop it in order to find time both
to master his studies and to support Biograph
himself. This capacity for sustained, ical
concentrated thinking has manifest Sketches
ed itself ever since his school days of Men
in every kind of work he has done. of Affairs
Mr. Allen has always been a stu
dent in every sense that the word
“student” implies. He thoroughly be
lieves in the practical value of study.
Whenever he has found himself con
fronted with a new set of duties and
responsibilities, he has made it his
first business to analyze and study
the facts that he finds in terms of
accepted principles of procedure and
practice. Mr. Allen believes that
every man who would get ahead in
modem Business must be a thor
ough student of accounting, sales
promotion, economics, and allied
subjects. This belief, which amounts
to a downright conviction, Mr. Allen
takes pains to impress earnestly
upon his associates.
Another factor that has undoubt
edly had much to do with Mr.
Allen’s success is his personality.
Though youthful in appearance and
in personal interests, he is, never
theless, the type of man who im
presses others as possessing rare
executive ability. You sense some
how, despite the modesty of his
manner, that he is a man who knows
what should be done and how to get
it done. It was this outstanding
quality which did not go unnoticed
when the Pyrene Company was cast
ing about for a new president.
There are other qualities which,
of course, go into the recipe for suc
cess, and many of them belong to
Mr. Allen—courage, for example,
steadfastness in going ahead when
you believe yourself to be right;
optimism, belief in yourself, your
business, and your country; vision,
the capacity to look ahead and plan
ahead; knowledge of how to co
operate with others, whether above
or below you in rank, for the attain
ment of a common end; and the abil
ity to see opportunity and take
advantage of it.
There may still be a few young
men here and there who feel that
modern Business offers them little
chance for advancement. The thing
for them to do is to study and profit
by the lessons plainly taught by the
business career of C. Louis Allen,
the young man who came out of the
Dakota plains to the biggest city in
America and within two years was
selected for the presidency of a
million-dollar corporation.

Law

Depart
ment
John T.
Kennedy,
LL.B.

ExcessProfits
Tax

partnership, or the individual was
PROBABLY the most
complicated sections Pace Student engaged in trade or business. If the
percentage of income to invested
of the War Reve
December, 1917
capital was less than seven per cent.
nue Act, of 1917, are
those pertaining to the Excess- during this period, then the deduction from the
Profits Tax. This is a tax which current net income is seven per cent.; if it was
will give no little concern to indi more than seven, but less than nine, then the
viduals, partnerships, and corpora deduction is the exact percentage; if it was nine
tions within the next few months. It repeals the per cent., or more, then the deduction is nine
former excess-profits tax, approved March 3, per cent.
1917, concerning which there was no little doubt
Both from the standpoint of ascertaining the
as to interpretation.
proper percentage of deduction, and from the
The excess-profits tax applies to all trades, standpoint of ascertaining the gradations of the
businesses, and professions, except in the cases tax, the meaning of the term “invested capital” is
of certain officers and employees of the Govern of prime importance. Yet it must be confessed
ment or Governmental Divisions, certain chari that the wording of the statute does not throw
table institutions, colleges, and the business of as much light on the meaning of this term as
life, health, and accident insurance, where these might be desired. According to the statute,
are combined in one policy, issued on a weekly “invested capital” for any year means the aver
age invested capital for the year, averaged
premium-payment plan.
Generally speaking, the excess-profits tax is a monthly. Invested capital does not include assets
graduated tax on the net income of business (other than obligations of the United States), the
organizations, or of an individual’s business over income from which is not subject to the tax
and above specified deductions. The tax consists imposed by the act, nor does it include money or
of graduated percentages of net income, the per other property borrowed. Subject to this limita
centages being larger as the percentage which tion, invested capital in the case of a partnership
income bears to invested capital increases. Thus, or corporation means (1) actual cash paid in; (2)
after the proper deductions from income have the actual cash value of tangible property paid
been made, the first amount of the tax is 20 per in for stocks or shares of the corporation or part
cent. of so much of the income as does not exceed nership as at the time of such payment, or if paid
15 per cent. of the invested capital; the next in prior to January 1, 1914, the value as on that
amount is 25 per cent. of so much of the income date, but not to exceed the par value of the orig
as exceeds 15 per cent., and does not exceed inal stock or shares issued therefor; (3) intangi
20 per cent. of the invested capital; and so on, ble assets, the valuation of which is considered
in accordance with the rates given later. Before later; (4) paid in or earned surplus and undivided
these percentages can be used, the amount of profits used or employed in the business, exclu
deductions from net income, and the amount of sive of undivided profits earned during the tax
invested capital with which the net income after able year.
such deductions is to be compared, must be deter
The term “invested capital,” as to intangible
mined. This is the greatest difficulty which will assets, is not completely defined in the statute.
be met in complying with the statute.
Patents and copyrights, regardless of the time
Assuming that the net income of the business they are acquired, if issued for stocks or shares
organization has been ascertained, the next step of the corporation or partnership, are to be in
would be to determine the amount of deductions. cluded at the actual cash value as at the time
These deductions consist, as to domestic organi payment was made, but not to exceed the par
zations, first, of “an amount equal to the same value of the stock issued in payment. Nothing
percentage of the invested capital for the taxable is said respecting the amount at which these two
year which the average amount of annual net kinds of assets are to be included, if purchased
income of the trade or business during the pre for cash or if purchased with other tangible
war period was to invested capital for the pre-war property.
period (but not less than seven, nor more than
As to other intangible assets, such as good-will,
nine, per cent. of the invested capital for that trade-marks, trade-brands, and franchises of a
period)”; and, second, of $3,000 in the case of a corporation or partnership, the statute is like
corporation, and of $6,000 in the case of a part wise vague. If paid for with cash or other tangi
nership.
ble property, they are to be included at a value
By “pre-war period” is meant the calendar which does not exceed the actual cash, or the
years 1911, 1912, and 1913, or as many of such actual cash value of the tangible property paid
years during the whole of which the corporation, therefor at the time of payment. If this property
4

corporations, associations, partner
Law De were paid for by an issue of shares
partment of capital stock, or of interests in Pace Student ships, or any of them, retain a con
the business, prior to March 3, 1917,
trol of fifty per cent., or more, then
December, 1917
(Continued) then the value may be included in
in ascertaining invested capital, no
an amount not to exceed, upon March 3, 1917, asset transferred or received from the prior trade
twenty per cent. of the total interests or shares or business may be allowed a greater value than
in the partnership or corporation, and not to would have been allowed in computing the
exceed, of course, the par value of the stock invested capital of the prior trade or business.
issued therefor. As to the value of intangible This is subject to the exception that if such asset
property, other than patents or copyrights, issued was paid for specifically, as such, in cash or tangi
for shares of stock after March 3, 1917, the statute ble property, it may be included at the actual cash
is silent.
value paid therefor at the time of such payment.
This term “invested capital” was a term upon
In case the concern is the successor to a busi
which there was considerable argument and dis ness, having taken over such business since the
cussion in Congress. No doubt questions will pre-war period, then the percentage of income to
arise in an attempt to apply this incomplete defi invested capital of the prior concern during the
nition. Until the Treasury Department has ruled pre-war period is used. This is, of course, assum
on the interpretation, it is impossible to forecast ing that the new business is carried on as a sub
the precise meaning of the term, other than to stantial continuation of that conducted by the
the extent given.
prior organization.
The fact that this term is not adequately de
Special provision is made for cases where no
fined in the statute is the more regrettable, since net income was earned during the pre-war period,
invested capital is used as the basis of practically or where the income earned was abnormally low
all the computations. Not only must invested as compared with like businesses. Under these
capital be ascertained as to each of the years of circumstances, the deduction is an amount equal
the pre-war period, but also as to the current to the same percentage of its invested capital for
year, since each gradation of the tax is based upon the taxable year which the average deduction “for
the percentage which the current income bears to such year of representative corporations, partner
the current invested capital. After the deduction ships, or individuals, is of their average invested
of the proper percentage, and of $3,000 in the case capital for such year.” Should the Secretary of
of a corporation, and of $6,000 in the case of a the Treasury be unable satisfactorily to determine
partnership, the percentages of tax are as follows: the invested capital, the amount of the deduction
Twenty per cent. of the amount of the net is a sum “equal to the same proportion of the
income in excess of the deduction, and not in net income of a trade or business, received during
excess of fifteen per cent. of the invested capital the taxable year, as the proportion which the
for the taxable year.
average deduction ***** for the same calendar
Twenty-five per cent. of the amount of the year of representative corporations, partnerships,
net income in excess of fifteen per cent., and not and individuals, engaged in a like or similar trade
in excess of twenty per cent. of such capital.
or business, bears to the total net income of the
Thirty-five per cent. of the amount of the net trade or business received by such corporations,
income in excess of twenty per cent., and not in partnerships, and individuals.”
excess of twenty-five per cent. of such capital.
In making up the income-tax return, the
Forty-five per cent. of the amount of the net amount of excess-profits tax paid by a corporation
income in excess of twenty-five per cent., and may be credited. In the case of a member of a
not in excess of thirty-three per cent. of such partnership, he may credit on his income-tax
capital.
return his proportionate share of the excessSixty per cent. of the amount of the net income profits tax imposed upon the partnership.
in excess of thirty-three per cent. of such capital.
Returns for the excess-profits tax must be sub
Should a trade or business have no invested mitted on or before March 1st, in each year. Pay
capital, or not more than a nominal capital, the ments of the tax must be made on or before
tax is the equivalent of eight per cent. of the net June 15th, in each year. Partnerships and cor
income of such trade or business in excess of porations are permitted to file returns in accor
$3,000 in the case of a domestic corporation, and dance with their fiscal year, upon an application
in excess of $6,000 in the case of a domestic part to the proper collector of internal revenue. In
nership or individual.
these cases, the return must be filed within sixty
In case a business has been reorganized or con days after the end of the year, and the tax must
solidated, or has undergone a change of owner be paid within one hundred and five days after
ship, after March 3, 1917, and the same persons, the return is due.
5

or in the office of a public accountant
are the qualifications
Ques WHAT
required of those who
by a person not holding a certified
tion and would be members of the American
public accountant certificate of a
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Answer Institute of Accountancy?
standard recognized by the examin
Depart In the Institute there are members and there ing board; or
ment are associates. Qualifications for each are set
(4) Possession of an accountant’s certificate
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A. forth in the following sections of Article II:

issued under the law of a foreign government of
a grade accepted by unanimous action of the
board of examiners, and one year’s satisfactory
experience in practice in the United States of
America; or
(5) In the discretion of the board of examiners
exercised in each case, not less than three years’
experience in teaching Accountancy subjects in
a school of Accountancy recognized by the board
of examiners.
(6) In addition to the foregoing qualifications,
candidates for associate membership shall submit
to examination by the board of examiners and,
upon recommendation of that board, may be
elected by the council.

Section 2. Members shall consist of the fol
lowing :
(a) Fellows of the American Association of
Public Accountants who shall be such at Sep
tember 19, 1916.
(b) Associates who shall have been in practice
on their own account, or in the employ of a mem
ber or members of the Institute, for five years
next preceding the date of their application, and
shall be recommended by the board of examiners
after examination and elected by the council.
(c) Accountants who shall present evidence of
preliminary education satisfactory to the board
of examiners, who shall have been in practice on
their own account for not less than five years
immediately preceding the date of their applica
tion, and who shall be recommended by the board
of examiners after examination and elected by
the council.
Sec. 3. Associates shall consist of the following:
(a) Associate members of the American Asso
ciation of Public Accountants at September 19,
1916; or
(b) Persons who shall be not less than twentyone (21) years of age and present evidence of
preliminary education satisfactory to the board
of examiners; and
(c) Shall have satisfactory training and experi
ence in public accounting.
The last-named qualification may consist of:
(1) Possession of a certificate of graduation
from an accounting school recognized by the
examining board and a certified public account
ant certificate of a standard recognized by the
examining board or instead of a certified public
accountant certificate employment for not less
than two years upon the accounting staff of a
public accountant (students not completing the
full course at an accounting school shall be given
credit by computing the number of years of study
satisfactorily completed as being equal to one-half
the same number of years employed in the office
of a public accountant); or
(2) Employment for not less than two years
upon the accounting staff of a public accountant
and possession of a certified public accountant
certificate of a standard recognized by the exam
ining board; or
(3) Not less than four years’ experience in pub
lic accounting work either upon his own account

A woolen mill has certain waste in connection
with the yarn manufactured, which is sold at a
fairly high figure. How should this waste be
treated in the cost records?
The first step is to ascertain the cost of the A.
waste, as to raw materials, labor, and overhead.
The cost thus ascertained is a proper deduction
from the cost of the yarn. The procedure would
be to credit the cost of the yarn and to debit an
account which might be captioned “Sales of
Waste.” When the waste is sold, the amount of
the sale is credited to this account. Waste on
hand may be inventoried, and the cost of the
waste sold ascertained in the same manner as
with a trading account. When adjustments have
been properly made, the credit balance, assuming
that there be a credit balance, represents the
profit on the waste sold. This will be a profit,
normally, for the reason that this waste is rarely
sold at a less price than the costs applicable
thereto.
What does the term “full-paid and non-assessable,” as used on stock-certificates, mean?
There have been instances in which holders of A.
corporate stocks have been assessed amounts
other than the original amount paid for corporate
purposes. Furthermore, there is the rule that if
the stock is not fully paid, the holder may be
liable to creditors for the unpaid balance. Hence,
the significance of this term is that the holder
will not be liable either to the corporation, or to
creditors, for any further payments upon stock.
If an adequate value has not been received
equivalent to the par of the stock, the presence
of these words does not relieve the stockholder
6
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Q.

A.

Q.

debited on an estimated basis.
from liability. There is no question
but that he would be liable to cred Pace Student The first step is to divide the orig
inal cost of the tract among the sev
itors, should he be the original
December, 1917
eral lots. The next step is to esti
holder of the stock. In case he has
received the stock, by transfer, as an innocent mate the cost of improvements which will be
purchaser for value without notice, then the made. The third step is to ascertain the propor
courts are at variance as to his liability to the tion of improvements which each lot should
creditors for the unpaid balance. The weight of bear. This proportion is sometimes estab
opinion, however, appears to exonerate him from lished on an area basis, and at other times, lots
more favorably located are charged more heavily
liability under these circumstances.
than those of similar size less favorably located.
It is my understanding that corporations must When the basis of distribution has been deter
comply with certain rules and regulations in order mined, each lot account is charged its proportional
to have their stocks listed on the New York amount of estimated improvement cost, and credit
Stock Exchange. Why should a corporation be is made to an account which might be called
“Reserve for Improvements.” Each lot account
anxious to get its stock listed?
From the tone of the question, I surmise that will thus show a debit for original costs and esti
you consider compliance with these rules and mated improvement costs. The selling price,
regulations as being onerous to the corporation. upon sale, is credited to the account of the lot
A little reflection will show that they operate to sold, the balance representing gross profit or loss.
As actual improvements are made, the reserve
the benefit of the corporation. The rules are pri
marily designed to protect investors in the listed account is debited, and Cash, or the liability in
securities of the Exchange. Investors know that curred, is credited. From time to time the reserve
this protection is accorded, and a listed security account is examined, and should the actual costs
is apt to be more favorably considered than one be found to be running greater or less than the
which is not listed, all other things being equal. estimated costs, then the accounts are adjusted
These rules, consequently, operate to facilitate accordingly.
the floating of stocks and bonds.
NOTE. In the October, 1917, issue of The Special
Large corporations find the Stock Exchange a
useful, and sometimes indispensable, instrumen Pace Student, the question as to whether dona Income
tality for marketing their securities. Money to tions to the Red Cross and similar organizations
finance corporations is secured more readily are deductible from income in making tax returns, Deduc
tions
through this medium. Aside from the original was discussed.
Since this discussion, Congress has enacted an
issue of stocks and bonds, there is always an
advantage to the security-holder in having an amendment to the Income-Tax Law permitting
investment readily marketable. This advantage deduction, which reads as follows:
“Ninth. Contributions or gifts actually made
operates for the benefit of those in the corpor
ations, and they naturally find the Stock Ex within the year to corporations or associations
change a great help in making their securities organized and operated exclusively for religious,
readily marketable. This marketability, in turn, charitable, scientific, or educational purposes, or
is a substantial inducement for investors to buy to societies for the prevention of cruelty to chil
stocks or bonds when originally issued. Thus, dren or animals, no part of the net income of
the Stock Exchange, by giving certain protection which inures to the benefit of any private stock
to investors, and by making their securities more holder or individual, to an amount not in excess
marketable, aids the corporation in its permanent of fifteen per centum of the taxpayer’s taxable net
financing.
income as computed without the benefit of this
paragraph. Such contributions or gifts shall be
Kindly advise me as to the method of obtain allowable as deductions, only if verified under
ing gross profits on lots sold out of a real-estate rules and regulations prescribed by the Commis
tract. Some improvements have been made to sioner of Internal Revenue, with the approval of
the tract sold, and there are other improvements the Secretary of the Treasury.”
yet to be made to the tract. Should only the
improvements actually made to the tract be
SCAR M. MILLER, of the Pace Staff, spent
debited to the lots sold in ascertaining the gross
the greater part of November in St. Louis
profit upon sales?
directing the campaign to raise, in that locality,
Both actual improvements and contemplated five hundred thousand dollars toward the fiftyimprovements should be debited to the lot ac million-dollar fund raised for the forwarding of
counts. The contemplated improvements are the Army and Navy work of the Y.M.C.A.
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Stalemate

Imagina
tion

day’s work. Not long ago I asked
T’S a stalemate,” you
hear a chess player Pace Student an elderly lady how it was possible
for her to be interested in doing
say when he finds
December, 1917
some tedious needlework. She re
that the chess men
have gradually worked into such plied, “I don’t think of what it is now, but of
a position that neither he nor his what it is going to be.”
Imagination is not mere fiction. It is useful
opponent can win the game, no
matter how long they play. as well as a joy. One of the authorities on busi
When a “stalemate” happens, the only sensible ness letter-writing advocates its use. He sug
thing to do is to set the chess men up again and gests that the business man imagine the person
begin a new game.
to whom he is writing to be near him, and that
There’s a principle here that applies to many he is talking to him when writing the letter.
a young man and his job. If he has worked for Doing this produces a better letter and intro
several years at the same routine task without duces more interest in the letter-writing.
Masses of figures on a statement are brought
actual or prospective advancement, the chances
are that he is headed for a “stalemate” as re to life by imagination. To the trained mind,
spects his organization future. It is high time they reveal a picture of the effort put forth by a
that he take note of the position of his mental manager, and of the aids or the handicaps which
chess men—his capacity for
attended that effort. In
productive work, his capac
other words, the statement
ity for development, his ex
presents a story to the man
THE PACE STUDENT
ecutive usefulness, and the
of imagination.
like—so far as winning or
Just as interest bestirs
A Magazine of Service
ganization advancement is
imagination, so imagination
Interpreting
concerned. If he sees only
bestirs interest. Imagina
the Purpose, Spirit, and Needs
a “stalemate” ahead, how
tion is the ally of joy, in
of Modern Business
ever hard he works and
terest, and effectiveness in
work.
tries to develop himself, he
Published Monthly
owes it to his own best inter
ests to set up his mental
ET George Do It” Doing
L
Subscription Price $1.00
chess men with a different
was the suggestive Things
organization. Only let him
Year, Payable in Advance
and usually mirth-provoking Yourself
make this decision thought
title of a series of cartoons
PACE
PACE, Publishers
&
fully and after he has looked
that ran through a good
deeply within himself for the
many issues of a New York
30 Church Street
possible causes of his fail
newspaper a few years or
New York
ure to advance.
so ago. George was always
Copyright, 1917, by! Pace
Pace
How is it with you, young
represented as finally having
man? Are you forcing rec
to do something—often a
ognition because of your developing usefulness very laborious or disagreeable something—that
through study and concentration of effort? If somebody else was either too lazy or too selfso, you don’t need to worry about a “stalemate.” engrossed to do. Most of us felt sorry for
You are on the road to a decision in your favor. George.
The business world is full of the “Let-GeorgeHERE is a colored elevator operator in the Do-It” kind of young people. Take note of the
Brooklyn Central Y.M.C.A. who enjoys his clerks, the stenographers, the bookkeepers, the
office boys, the department heads, even, who say
work because he uses his imagination. He has
christened each of the floors with a distinctive in attitude if not in words, “That’s not my work.
name. Here are some of the names: main floor, Do it yourself, or get somebody else with more
Grand Central; gymnasium floor, Polo Grounds; time to do it. I’m not paid for extra work any
svzimming-pool floor, Prospect Lake; dining way.” Of course, in taking this stand, they are,
room floor, Childs; educational floor, Floor of to a certain extent, within their organization
Knowledge; dormitory floors, by street names, rights; but what a short-sighted stand to take!
such as Nevins Street, Flatbush Avenue, etc. One ingredient that always goes into the recipe
Not only is he the most cheerful of the several for business success is the willingness—more
elevator operators, but he renders the best than that, the eagerness—to do extra work, if the
doing of it is necessary for the good of the or
service.
Imagination drives the dullness out of the ganization as a whole. You will not have to
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economic well being. After the
go far to find many successful men
and women who got their start in Pace Student waste of the Civil War, the eco
nomic drag of slavery was removed,
just this way—by cheerfully doing
December, 1917
and a rehabilitated South is to-day
what they were not “paid to do.”
Are you disposed, young man, when you see an enjoying greater prosperity than would have been
extra bit of work that needs to be done, to shrug possible with this menace to liberty. Out of the
your shoulders and take the “let-George-do-it” waste of the Spanish-American War have come a
attitude? If you are, take a different point of new Cuba and a new Porto Rico, together with
view at once, or you are likely to remain for all greater prosperity and happiness in the Philippine
Islands. From these wars, the benefits to man
time just where you are to-day.
kind have been far greater than the cost, terrible
RESIDENT WILSON is the latest digni though that cost may have been.
Fullness
of
Autocracy may be efficient in its operations
tary to attract the notice of the small-fry
Expres
the waste of war, but democracy is un
literary critics. For example, in the Presidentduring
’s
sion eloquent message to the National Army occurs questionably the more efficient in the recon
the sentence, “Let it be your pride, therefore, to structive processes of peace. Granted that Ger
show all men everywhere not only what good many is credited with certain industrial efficiency,
soldiers you are, but also what good men you it does not follow that Germany would be any
are, keeping yourselves fit and straight in every the less efficient as a democracy—the form of
thing and pure and clean through and through.” government in which the ordinary citizen gives
The critics, referring unctuously to Dusenberry’s impetus to national efficiency by the exercise of
Rhetoric and to Professor Whatshisname’s “Trea individual initiative. Certainly the world will be
tise on English Style,” solemnly aver that the relieved of the wastage of armament, and of
italicized words are tautologous and should be the tremendous economic waste of militarism,
left out, and that the sentence would then be when the war has been brought to a success
ful end.
stronger and more felicitously worded.
Is this so? Read the sentence as the Presi
There is a waste in the scrapping of antiquated
dent wrote it, and then with its suggested elisions, machinery by a business. Ultimately there is
and judge for yourself. Sometimes, the purpose gain. America and her Allies are now scrapping
of expression is to voice feeling with restrained an antiquated governmental machine. From the
dignity as well as to set forth thought clearly and wreckage of this machine, a new world will arise,
succinctly. Sometimes, the repetition of words a world imbued with the constructive industrial
and phrases and the amplification of what they efficiency of Modern Democracy.
connote are the acme of literary art. It is just
possible that the President had these and similar
HIS is the birthday of The Pace Student. Our
things in mind when he sent this farewell mes
With this issue, your Magazine enters its Birthday
sage to the defenders of our National faith and third year.
governing ideals.
What has been done is written in the record.
We are young. Our tendency is to look forward,
Benefits
MIDST the Saturday evening crowds on not to reminisce. In the future, we shall con
of War
Broadway, my friend and I were discussing tinue our endeavors of the past, to present a
war and waste. Swarms of people were coming
Magazine of inspiration, of information, and of
out of the various amusement places. Near a instruction.
street corner, from a wagon, a Liberty-Bond
On this birthday we look forward to an everorator was making his appeal. My friend, who widening field of usefulness. These are times
is a member of Uncle Sam’s forces, remarked, which test our stamina—times when we all need
“Think of the money these people are spending the stimulus of inspiration. These are times, too,
and wasting. Now, if they would only take some when methods and procedures are changing.
of that money and invest it in Liberty Bonds, New problems of business are constantly arising.
then the Government could buy some bombs There is a more insistent call than ever before
with it,”—here he hesitated,—“but then, that for a service which will keep the business man,
would be another form of waste,” he smilingly the accountant, and the student abreast of the
continued.
new developments in modern business.
Immediately I replied that war is not all waste.
In this new year we shall approach our task
Facts from our history were mustered to enforce with increased zeal, and with the resolution to
this truth. Upon the waste of the Revolutionary produce a better and a more helpful Magazine.
War, there was founded a form of government These efforts, we trust, will be as profitable to
which developed our natural resources and our our readers as they will be stimulating to us.

P

T

A

9

use for their knowledge of Accountancy when
ever they are connected with an organization
which either controls or is one of a group of
affiliated companies.
Recognizing the need of a working knowledge
of this subject by the accounting profession, the
American Institute of Accountants, in the exam
ination given last June, gave the following propo
sition involving the preparation of a Consolidated
Balance Sheet:

THE modern tendency toward bus
iness combination has multiplied
the problems of accounting. In
terlocking companies present
many problems connected with
intercompany ownerships and
Elmer O.
with intercompany profits.
Stevens,
Accountants and auditors are
C.P.A.
frequently called upon to unravel very compli
cated conditions arising out of these combina
tions. Business executives, likewise, have further

Consol
idated
Balance
Sheet

BALANCE SHEET OF A
$470,133
81,791
126,538
54,642
11,690
20,204

Property Leases andGood-Will......................
Fixtures .............................................................
Merchandise Inventory ...................................
Sundry Debtors ...............................................
Sinking Fund Assets ....................................
Cash on Hand...................................................

Capital Stock.....................................................
Bonds ...............................................................
Sundry Creditors .............................................
Surplus .............................................................
Pension Fund ...................................................
Sinking Fund ...................................................
Profit and Loss.................................................

$400,000
100,000
59,975
135,886
5,460
11,690
51,987
$764,998

$764,998

BALANCE SHEET OF B
Cash ...................................................................
Investments:
Short-Time Loans ........................................
Stock of A at Par ........................................
Stock of C at Par ........................................
Bonds of Company A atPar (cost).........
Railroad and Other Bonds at Present Value
Merchandise .....................................................
Sundry Debtors ...............................................
Prepaid Expense .............................................
Good-Will and Trade-Marks .........................
Plant and Machinery ..........................................

$51,195
108,000
100,000
20,000
50,000
126,070
366,437
15,563
12,715
422,900
173,337

Preferred Stock ...............................................
Common Stock ...............................................
Surplus ..............................................................
Accounts Payable ............................................
Notes Payable .................................................
Profit and Loss ...............................................

$800,000
123,000
160,000
141,235
4,728
217,254

$1,446,217

$1,446,217

BALANCE SHEET OF C
Land and Buildings..........................................
Machinery..........................................................
Merchandise ......................................................
Office Furniture ...............................................
Cash ...................................................................
Accounts Receivable ........................................
Good-Will at Cost ............................................
Bonds of Company A, 5,000 at Cost.............

$41,438
20,577
19,610
50
14,730
21,245
81,867
5,030

Capital Stock ...................................................
Bonds ...............................................................
Surplus ..............................................................
Dividend Declared ..........................................
Accounts Payable.............................................
Profit and Loss ...............................................

$204,547

$120,000
30,675
34,000
1,650
5,879
12,343

$204,547

Company D is organized for the purpose of
On these terms, D acquires $290,000 of A
consolidating the three companies whose Balance stock, all the preferred stock of B, $100,000
Sheets are given above, engaged in allied busi of common stock of B, and $100,000 of C stock.
nesses. Company D is authorized to issue The stock bought was obtained from individual
$2,000,000 preferred stock, and $350,000 common holders, the stock of A and C held by B, as well
stock. It arranges to buy stock of the subsidiary as some stock held by non-consenting stockhold
companies on the following terms:
ers, not being acquired. The remaining preferred
stock
of D was held by the company. The rest
FOR EACH
IS OFFERED OF
of
the
common stock authorized was sold for
SHARE OF D Preferred Stock D Common Stock
cash, at par. The expenses of organization
A stock
1 share
share
B preferred
2 shares
amounted to $5,000 and were paid in cash.
B common
1 share
Of the accounts receivable held by C, $20,000
C stock
1 share
¾ share
10

Consol were due from B. Of the sundry debtors on the
idated books of B, $5,500 were due from A.
Balance Company D also issues $500,000 bonds which
Sheet it sells at 105, and pays $500,000 cash for a plant
which it buys direct.
(Continued)
Prepare a Consolidated Balance Sheet.
Fundamentally, a Consolidated Balance Sheet
is one which brings in the assets of all of the
companies, the liabilities of all of the companies,
eliminates intercompany holdings, states the
amount of stocks or bonds of subsidiaries in the
hands of the public, and states the capital of the
parent company, with the resultant surplus or
deficit.
In the proposition, the Balance Sheets of the
three subsidiaries are given. The Balance Sheet
of the parent company is not given, but must be
ascertained from the facts given. Hence, the first
step is to make the necessary Journal entries con
nected with the organization of the parent com
pany. After making these entries, a Balance
Sheet is prepared of the parent company. The
next step is a working sheet which states, as to
all four companies, their respective assets, liabili
ties, capital stock, and surplus items. On this
sheet, adjustments necessary to show the true
condition of the combined companies are made,
the final column disclosing the adjusted balances
to be used in the preparation of the Consolidated
Balance Sheet. In addition to presenting these
in the solution, there are presented two sched
ules, designed to explain the amounts in the
adjustment columns.
The following are the Journal entries for D
Company:

CASH .............................................
To COMMON STOCK .......
Common Stock sold for cash.
(Minute book, page —.)

$30,000

A COMPANY, CAPITAL STOCK
To PREFERRED STOCK..
“ COMMON STOCK .......
To record acquisition of $290,000
par value of A Company stock.
(Minute book, page —.)

435,000

B

Journal

$30,000 Entries

290,000
145,000

COMPANY, PREFERRED
STOCK ............................... 1,600,000
1,600,000
To PREFERRED STOCK...
For B Company Preferred
stock of the par value of $800,000. (Minute book, page —.)

B COMPANY,COMMON STOCK
To COMMON STOCK.........
For B Company common stock
of the par value of $100,000, ac
quired in exchange share for
share. (Minute book, page —.)

100,000

C COMPANY, CAPITAL STOCK
To PREFERRED STOCK..
“ COMMON STOCK.........
To record exchange of pre
ferred stock—par value, $100,000,
and common stock—par value,
$75,000—for capital stock of
Company C—par value, $100,000.
(Minute book, page —.)

175,000

ORGANIZATION EXPENSES.
To CASH ................................
Expenses of organizing paid in
cash. (Minute book, page —.)

5,000

CASH .............................................
To BONDS .............................
“ BOND PREMIUM .........
For issue of bonds in the amount
of $500,000 at 105. (Minute
book, page —.)

525,000

100,000

100,000
75,000

5,000

500,000
25,000

D COMPANY JOURNAL ENTRIES
D Company, a corporation organized under the
500,000
laws of the state of -------- , with express and PLANT ...........................................
500,000
To CASH .................................
implied powers to conduct the business of-------- .
To record purchase of a plant.
Authorized capital stock $2,350,000, divided as
(Minute book, page —.)
follows:
After these entries have been made, the Bal
Preferred, $2,000,000
ance Sheet is drawn up, which is shown below:
Common,
350,000
D COMPANY
Balance Sheet as at ---- —
ASSETS
Cash ...................................................................$
Investments:
A Company, Capital Stock
($290,000 par) .............. .......$ 435,000
B Company, Preferred Stock
($800,000 par) ..............
1,600,000
B Company, Common Stock
(at par) .........................
100,000
C Company, Capital Stock
($100,000 par) ..............
175,000

Plant...................................................................
Organization Expenses ..................................

LIABILITIES
Balance
Bonds ................................................................. $ 500,000
Bond Premium .................................................
25,000 Sheet
Capital Stock:
Preferred ($2,000,000 author
ized) ................ . ................... ... $1,990,000
Common (authorized and is
sued) ........................................
350,000 2,340,000

50,000

500,000
5,000

$2,865,000

$2,865,000
11

The facts are now available for the working
idated sheet. Assets, liabilities, and surplus elements
Balance are listed in the manner shown in the first col
Sheet umn. Columns are then provided for each of the
companies, for the totals, for the offsetting or
(Continued)
contra items, for adjustments of surplus and
profit and loss, and, finally, for the adjusted bal
ances. No comment is necessary as to the
amounts shown under the respective Company
columns and the Total column.
An explanation is given of the several items in
the Contra Items column, on the schedule pro
vided therefor, which consists of various inter
company holdings. The first of these are the
accounts receivable and sundry debtors, the facts
concerning which are stated in the Proposition.
The second are the bonds of A Company, $50,000
of which are held by the B Company, and $5,000
by the C Company. It will be noted that the C
Company carries these bonds on its Balance
Sheet at cost—$5,030. On the other hand, the
liability of A Company is shown at $5,000.
Hence, from an intercompany view-point, it is
not logical to consider the asset worth $5,030,
if the liability is recorded at $5,000. To this ex
tent, the book value of the C Company stock
must be reduced from an intercompany view
point. D Company has paid an excess of book
values for stock acquired, which excess is treated
as Good-Will, so that the $30 is included in the
excess paid for the stock of C Company and be
comes a part of Good-Will, which is further
discussed in connection with the Adjustment
column.
The remaining items on the explanation sheet
of the Contra-Items column represents inter
company stock holdings. It will be noted that
of the capital stock of the A Company—$400,000
par value—$100,000 is held by the B Company;
$290,000 by the D Company; and $10,000 by the
public. All of the preferred stock of the B Com
pany is held by the D Company. Of the com
mon stock of the B Company—$123,000 par value
—$100,000 is held by the D Company, and $23,000
by the public. Of the capital stock of the C Com
pany—$120,000 par value—$20,000 is held by the
B Company, and $100,000 by the D Company,
none being held by the public.
It will be noted from the explanation of the
“Adjustments of Surplus and Profit and Loss”
column, given in the schedule, that the ultimate
effect of these adjustments is to ascertain the
value of Good-Will resulting from the purchase
by the D Company of the stock of the three other
companies. As before stated, this represents the
excess value given by the D Company over and
above the book value of the several stocks
acquired.

After a thorough study of the working sheet in State
conjunction with the explanation schedules, the ment
amounts stated under Adjusted Balances will be
readily understood. The Balance Sheet is in
reality a rearrangement of the several items in this
column. The statement of the capital stock and
surplus justifies comment. The first classification
is stock held by outside persons. Under this,
A Company stock is shown at par, with that pro
portion of surplus applicable to the $10,000 held
by the public. B Company common stock held
by outside parties is stated at par, there being
no apportionment of surplus to this holding.
From the fact that D Company acquired the pre
ferred stock of B at a premium, and the common
stock of B at par, it is probable that the pre
ferred stock had some rights in the surplus shown
on the books of B. The extent of the rights of
the preferred stock in this surplus, and the
extent of the rights of common stock in this
surplus, are not ascertainable. Since the re
spective rights of preferred and common stock
holders in the surplus cannot be ascertained, the
portion applicable to common stock held by the
public cannot be computed on the basis of the
facts given. In all probability this represents a
small amount; and it is not unusual for corpora
tions to ignore small amounts of distinct owner
ship in the preparation of Consolidated Balance
Sheets. At any rate, it does not appear justifia
ble to presume that the preferred stock did not
have an interest in this surplus.
In this particular Consolidated Balance Sheet,
there is no surplus except that of the premium
received upon the sale of D Company bonds.
This is distinctively captioned for the reason that
it is not conservative practice to distribute it as
“dividend” until the bond issue has been finally
extinguished. In some instances, it is taken into
profit and loss and possibly distributed as a por
tion of the annual dividends.
In order that the student of Corporation Ac
counting may not become confused, it might be
stated that the two items, “Pension Fund” and
“Sinking Fund,” on the liability side of the Bal
ance Sheet of A Company represent reserves. A
fund is always a segregation of assets. Some
times, the term is erroneously used when the
proper caption should include “reserve.” Pos
sibly this was placed in the Balance Sheet in
order to test the knowledge of the applicant on
the matter of funds and reserves. Study of this
proposition will amply repay the student of Cor
poration Accounting, because it contains so many
of the complications likely to be met in preparing
a Consolidated Balance Sheet. Although it con
tains many variations, these may be readily un
raveled by following the steps suggested.

Consol
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12,715

20,000

100,000

50,000
108,000

126,070

422,900

$ 173,337

$ 764,998

$1,446,217

19,610
21,245
14,730

5,030

50

62,015
81,867

12,715
5,000

535,000
1,600,000
100,000
195,000

126,070
11,690
55,030
108,000

$ 735,352
974,900
81,841

1,990,000
350,000

$ 500,000

$2,865,000

$2,865,000

$5,280,762

25,000
329,886
281,584

520,000
2,790,000
473,000

11,690
5,460

$ 207,089
4,728
1,650
630,675

$5,280,762

512,585
91,450
50,000 ____ 136,129

5,000

435,000
1,600,000
100,000
175,000

$ 500,000

25,000
34,000
12,343______________

120,000

1,650
30,675

5,879

$ 204,547

$

$ 204,547

$

Totals

25,500

390,000
800,000
100,000
120,000

55,000

510,000
800,000
100,000

55,000

25,500

$1,490,500

$

$1,490,500

$

Contr a
Item s

10,000
1,990,000
373,000

11,690
5,460

$ 181,589
4,728
1,650
575,675

$3,183,489

512,585
65,950
136,129

12,715
5,000

108,000

126,070
11,690

$ 735,352
1,388,157
81,841

Adjusted
Balances

$ 606,773

$3,183,489

25,000
3,397
$ 326,489
280,284 ______ 1,300

$ 606,773

75,000

145,000
800,000

30

$ 413,257*

Adju stme nts

of Surplus and
Pro fit and Loss

*This item is deducted from the tota l of the other amou nts in this column and added to the value of “Pro per ty Leases, Trad e-Ma rks, and GoodWill” in the “Adjusted Balanc es” column.

$ 764,998

160,000
217,254

800,000
123,000

141,235
4,728

$1,446,217

126,538
366,437
54,642
15,563
20,204_______ 51,195

11,690

470,133
81,791

Accounts Payab le and Sundry C re ditors .................. $ 59,975
$
Note s Paya ble ...............................................................
Dividend Declared ........................................................
Bonds ............................................................................. 100,000
Sinking-Fund Reserve .................................................
11,690
Pens ion-F und Reserve .................................................
5,460
Capital Stock ................................................................. 400,000
Preferr ed Stock ............................................................
Common Stock ...........................................................
Bond Prem ium .............................................................
Surplus ............................................................................ 135,886
Profit and Loss ...........................................................
51,987_____

LI ABI LI TI ES

Cash ...............................................................................

Prep aid E xpen se ...........................................................
Organ ization Exp en se s ................................................
Merchan dise Inv ent ori es ...............................................
Account s Receivable and Sundry De bto rs ................

C Company, Capital Stock .........................................

A Company, Capital S to ck .........................................
B Company, Pre ferr ed Stock ....................................
B Company, Common Stock ......................................

Pla nt and M ac hine ry ....................................................
Pro per ty Leases, Trade -Mark s, and Goo d-W ill ....... $
Furnitu re and Fixtures .................................................
Railroa d and Oth er Bonds (at present va lue) .........
Sinking- Fund Asset s ....................................................
A Company Bonds ........................................................
Short-Time Loan s ......................................................

A Company B Company C Company D Compan y

(Continued)

ASSET S

Worki ng Sheet as at --------

A, B, C, an d D Com pa ni es

Consol
idated
Balance
Sheet

Working
Sheet

A. B. C. AND D COMPANIES
Consol
idated
Consolidated Balance Sheet as at -------Balance
LIABILITIES AND CAPITAL
ASSETS
Sheet CAPITAL ASSETS:
CAPITAL LIABILITIES:

A Company Bonds (held by out
side parties) ........................... $ 45,000
C Company Bonds ....................
30,675
D Company Bonds ....................
500,000 $ 575,675

Plant and Machinery ................ $ 735,352
Property Leases, Trade-Marks,
and Good-Will ........................ 1,388,157
Furniture and Fixtures .............
81,841 $2,205,350

(Continued)

INVESTMENTS:
Railroad and Other Bonds (at
present value) .................... .... $ 126,070
11,690
Sinking-Fund Assets ...........
108,000
Short-Time Loans ..............

DEFERRED CHARGES:
Prepaid Expense .................. ... $
Organization Expenses .......

245,760

12,715
5,000

17,715

CURRENT ASSETS:
Merchandise Inventories .. .... $ 512,585
Accounts Receivable and Sundry
Debtors ....................................
65,950
Cash .............................................
136,129

714,664

CURRENT LIABILITIES:
Accounts Payable ................ ... $ 181,589
4,728
Notes Payable.......................
1,650
Dividends Declared ..............
RESERVES:
Sinking-Fund Reserve ......... ... $
Pension-Fund Reserve .........

11,690
5,460

187,967

17,150

STOCK HELD BY OUTSIDE PARTIES:
A Company Stock.......... $10,000
Pronortionate Share of
Surplus ......................... 4,697 $ 14,697

B Company Common Stock....

23,000

37,697

CAPITAL STOCK:
D Company Preferred Stock
(authorized, $2,000,000) ......... $1,990,000
D Company Common Stock
(authorized and issued) .......
350,000 $2,340,000

SURPLUS:
Premium on D Company Bonds

Expla
nation

25,000

$3,183,489

$3,183,489

EXPLANATION OF “CONTRA ITEMS” ON
WORKING SHEET
ACCOUNTS RECEIVABLE
AND SUNDRY DEBTORS:
C Company due from B Company $ 20,000
5,500 $ 25,500
B Company due from A Company

EXPLANATION OF “ADJUSTMENTS OF SUR
PLUS AND PROFIT AND LOSS”
A COMPANY COMMON
STOCK:
Excess of book value over par
value of stock held by D
Company ..................................
$ 145,000
B COMPANY PREFERRED
STOCK:
Excess of book value over par
value of stock held by D
Company ..................................
800,000
C COMPANY CAPITAL
STOCK:
Excess of book value over par
value of stock held by D
Company..................................
75,000

A COMPANY BONDS:
(at par)
Held by B Company.................... $
Held by C Company....................

50,000
5,000

55,000

A COMPANY CAPITAL STOCK
(at par)
Held by B Company.................... $ 100,000
290,000
Held by D Company,..................

390,000

B COMPANY PREFERRED
STOCK: (at par)
Held by D Company....................

800,000

B

COMPANY COMMON
STOCK: (at par)
Held by D Company....................

C COMPANY CAPITAL
STOCK: (at par)
Held by B Company.................... $ 20,000
Held by D Company....................
100,000

100,000

120,000
$1,490,500

DEDUCT:
Proportion of A Company Sur
plus applicable to stock held
by B Company and D Company $ 132,489
Proportion of A Company Profit
and Loss applicable to stock
held by B Company and by
D Company .............................
50,687
B Company Surplus ......................
160,000
B Company Profit and Loss.........
217,254
C Company Surplus ......................
34,000
C Company Profit and Loss.........
12,343

Less: Excess of book value
over par value of A Company
bonds held by C Company....
Excess amount paid by D Com
pany over actual book values
of securities acquired, treated
as Good-Will ...........................
14

$1,020,000

$ 606,773
30

606,743

----------- $ 413,257

English
Depart
ment
Horatio
N. Drury,
A.B.

Para
graph
Unity

IN the November
issue of The Pace
Student, I dis
cussed the matter
of “Sentence Uni
ty,” showing its
desirability from
the view-point of
both the reader
and the writer.
It will now be of advantage to dis
cuss Paragraph Unity, a paragraph
being a collection of related sen
tences. Unity in a paragraph means
that all the sentences of which it is
made up must deal with one under
lying thought, or with a group of
connected ideas. It is usually pos
sible to express the basic thought of
a unified paragraph in a single
sentence.
Note the following examples of
unified paragraphs:
SPECIALIZATION

This is the age of specialization in
Business, for it is by means of spe
cialization that the greatest profit
returns are secured. Every large
business organization is divided and
subdivided into departments and
subdepartments, with relatively few
managerial positions, and with
scores of routine positions filled by
routine employees. Each functions
in his own narrow groove, with no
opportunity of widening his pros
pective of the work of the organi
zation as a whole. The bookkeeper
posts away at his Ledger, thinking
only of the schedule that must bal
ance. The stock clerk earns his
weekly wage by checking up in
voices of goods purchased and bills
of goods sold, with now and then an
inventory of goods on hand. The
cashier thinks by day and dreams
by night of petty cash, pay-rolls,
discounted bills, and extensions of
notes. The salesman frets over his
failure to sell X, Y & Company, in the
town of Z, a double order of worsted
fabrics, and spends his mental en
ergy in devising new methods of
selling-approach. The publicity man
puts his mind day in and day out
on newspaper space, pictorial book
lets, display type, and special adver
tising campaigns. And so it goes,
each employee doing his particular
work, and trying to do it well, in
order that the monthly report of
each department to the general man
ager may show that it is doing its
share in the attainment of the profit
object of the organization.
The fundamental thought of the
preceding paragraph is that this is
the age of specialization.

Pace Student
December, 1917

MISCONCEPTION REGARDING
THE LAW

Your first misconception, prob
ably, is that “one who is his own
lawyer has a fool for a client.” This
is a half-truth, but nothing more.
Of course, in the event of perplex
ing and intricate litigation, you
should command the professional
services of an experienced attorney.
This is the part of wisdom. When
so much is granted, however, the
fact remains that a large percentage
of the decisions that a business
executive has to make in the course
of an ordinary day’s work involve
a knowledge both of the basic prin
ciples of the law, and of many of its
specific expressions. To be com
pelled to have constant recourse to
the services of a lawyer wastes time
and money. If, however, the situa
tion is perplexing enough to war
rant consultation with a lawyer, you,
as a business executive, should be
able to talk to him intelligently. In
escapable is the conclusion that the
business man who knows the law is
on much safer ground than the busi
ness man who is ignorant of it.
The fundamental thought of the
preceding paragraph is that it is a
misconception for the average busi
ness man to underrate the impor
tance of a knowledge of the funda
mental principles of the law.
LOYALTY OF THE FRENCH

One of the clearest evidences of
the loyal way in which the French
people stand behind the nation in its
financing, is the heavy oversubscrip
tion which has marked the issue of
many of its loans. As an illustra
tion, the loan of 1872, for 3,500,090,
000 francs at five per cent., brought
in subscriptions for 43,816,096,551
francs; and the loan of 1891, for
939,480,000 francs at three per cent.,
resulted in a total subscription of
16,000,000,000 francs. The Govern
ment policy of issuing its loans in
small denominations makes for their
popularity and wide-spread distribu
tion. In the French Ledger of pub
lic debt, for 1913, holders of three
per cent. Rentes totaled 4,443,904,
and of these only 14,231 held allot
ments in excess of 1,000 francs.
Those who held income warrants
for three francs numbered 107,447;
for five francs, 250,539; for twenty
francs, 395,613; and for thirty francs,
15

663,747. This unusual tendency of
the French people contributes
largely to the stability of prices of
Government securities and to the
low rate of interest on the public
debt: from 1873 to 1901 the rate did
not exceed three and one-half per
cent.
The fundamental thought of the
preceding paragraph is that the
French people loyally support the
Government in its financing.
THE PAPER SITUATION

The efforts of the Federal Trade
Commission to ameliorate conditions
in the paper trade present an inter
esting study. In the first year of
the war the paper trade was de
pressed, but as prosperity came to
other branches of business they all
began to use more paper of all kinds.
Advertising increased in the news
papers, requiring more pages, their
circulation increased, and the de
mand for paper finally exceeded the
capacity of the mills. There not
being enough paper to go around,
the consumers, unprotected by con
tracts, had to go into the open mar
ket and bid against each other—not
an agreeable proceeding, but the
common method of apportioning an
insufficient supply of anything. Even
high-priced lawyers, artists, and
singers apportion their services upon
the same general principle, putting
their prices high enough to limit the
applicants to a number they can
serve.
The fundamental thought of the
preceding paragraph is that the Fed
eral Trade Commission has tried to
better conditions in the paper trade.
To conclude: Paragraph Unity
means having a central topic in mind
and making every sentence in the
paragraph bear upon the develop
ment of that central topic. It is
highly desirable that every para
graph, no matter how short or how
long, have Unity, for Unity is a defi
nite aid to clearness.
E. H. COOPER, a graduate of the
Pace Course in Accountancy, in
Washington, has just been made
president of the Service Auto Equip
ment Corporation. Mr. Cooper was
formerly engaged in the practice of
Accountancy.

HAROLD J. BALL, Accountancy
Institute of Brooklyn, who was for
merly employed by the Windsor
Land and Improvement Company,
has recently taken a position in the
accounting department of the Sin
clair Oil and Refining Company.

SILAS L. EGLY, A.B., J.D., of the
New York Bar, has been granted
leave of absence from his duties as
a member of the teaching staff of
Pace Institute. Mr. Egly will enter
the Federal Service for the duration
of the war.
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HARRIE I. WEINER, Accountancy
Institute of Brooklyn, has severed
his connection with the Twentieth
Century Audit Company to accept a
position on the accounting staff of
S. H. Wolfe & Company, insurance
actuaries.

IRVING R. WILMOT, Pace Insti
tute, Extension Division, has been
appointed secretary-treasurer of The
Crofut & Knapp Company, South
Norwalk, Conn. Mr. Wilmot has
been in charge of the accounting
department of this company, and
his excellent record in this position
led to his appointment as an officer
of the company.
L. O. MANLEY, C. O. BIGELOW,
and R. B. McCLEERY were the
three students who received the
highest averages in the June final
examinations. Mr. Manley and Mr.
McCleery are graduates of the
Washington School, and Mr. Bige
low is a graduate of the Boston
School. Mr. Manley received an
average of 88 per cent.; Mr. Bige
low, 87 4/5 per cent., and Mr. Mc
Cleery, 87 1/5 per cent.

WILLIAM J. WILCKENS, of the
Pace Staff, has joined the National
Army. Mr. Wilckens has been as
signed to special office duty with
the War Gas Investigations, which
is under the supervision of the Bu
reau of Mines of the Interior De
partment, Washington, D. C.

J. W. BRYAN, A.B., LL.B., Ph.D.,
instructor at Pace Institute, Balti
more and Washington, gave an ad
dress before the Seminary of Politi
cal Economy of Columbia Univer
sity, New York, on November 13th.
Mr. Bryan’s subject was, “The
Legal Aspects of Labor Organiza
tions.”

C. V. DARBY, Pace Institute of
Washington, is now auditor of the
Underwood Typewriter Company,
Boston,; Mass.
ARCHIE DEWDNEY, Pace Insti
tute, formerly employed by the Fall
River Line, has accepted a position
in the accounting department of
George Borgfeldt & Company.

MRS. ORA F. TILESTON, Pace
Institute, has accepted a position on
the bookkeeping staff of the Munici
pal Journal. Mrs. Tileston was for
merly employed by Mark Cross.

EDWARD J. SHIPSEY, Pace In
stitute, formerly employed by the
American Express Company, is now
engaged as accountant for the Em
ployers’ Mutual Insurance Company.
ELMER ROBERTS, who was for
merly on the staff of the Bureau of
Municipal Research, has accepted,
through the Pace Agency for Place
ments, Inc., the post of executive
secretary to Dr. Theodore Whittle
sey, of the United States Rubber
Company.

January Classes in Accountancy and Business
Administration.
Prepare now for Enrolment
Do you wish to win favorable notice from your own firm and from other firms as a
man or a woman who can systematize, plan, initiate, and execute? Do you wish to
prove that you can think and act on your own initiative for the ultimate profit of your
concern? Do you think it worth while to give the impression that some day you will
be able to handle big executive duties in a big way? Do you think it sensible to
develop, during your evening hours, a market value in Accountancy?

THE PACE STANDARDIZED COURSES
will enable you to answer “yes” to the above questions and to many other similar
questions as well. These courses have already developed many forward-looking men
and women, employed by day, into practicing accountants or executives in the employ
of private business organizations. These men and women have increased their earning
capacity because they have increased their commercial usefulness.

Send for descriptive folder, call, write, or telephone—Cortlandt 1465.

PACE INSTITUTE
Hudson Terminal

30 Church Street
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New York
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